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PART 1 - ANNUAL BUDGET

EXECUTIVE MAYOR’S REPORT

On 26 February 2020, the Honourable Minister of Finance tabled his budget speech. The

speech reflected the following economic indicators, challenges and growth reform

amongst others:

The economic outlook is weak. Real GDP is expected to grow at 0.9 per cent in
2020, 1.3 per cent in 2021 and 1.6 per cent in 2022.

The public finances continue to deteriorate.

Low growth has led to a R63.3 billion downward revision to estimates of tax
revenue in 2019/20 relative to the 2019 Budget.

Debt is not projected to stabilise over the medium term, and debt-service costs
now absorb 15.2 per cent of main budget revenue.

Halting the fiscal deterioration requires a combination of continued spending
restraint, faster economic growth, and measures to contain financial demands from
distressed state-owned companies.

Achieving faster economic growth requires far-reaching structural reforms.

National Government is putting main focus on growth reforms to lower the cost of doing

business, inter alia:

On electricity, there is a drive to acquire additional electricity from Independent
Power Producers (IPPs), as a response to the challenges that are facing power
supply by ESKOM.

On Ports, accelerate corporatisation of National Ports Authority.

On Rail, Economic Regulation of Transport Bill to be put before Parliament; implicit
subsidisation of road freight should cease.

On Telecommunication, accelerate digital migration and continue work to release

spectrum through an auction.




On 05 March 2020, the Honourable MEC for Finance in our Province tabled the provincial

budget speech. The speech highlighted the following:

The province continues to face high unemployment levels at 39.5% as compared
to the national rate of 29.1%, according to the Labour Force Survey figures for the
4th Quarter of 2019.
The province has untapped potential in the agricultural sector, however, this sector
continues to perform below potential levels and has been in contraction mainly due
to the severe drought experienced in the country.
Thus, this sector (agriculture) lost approximately 1 000 jobs in 2019.
The provincial manufacturing output, which is dominated by the automobile and
auto components supplies, has also been declining for most of 2019, due to lower
domestic consumer confidence, which affects new vehicles sales.
This sector is also highly sensitive to changes in global trade of manufactured
merchandise.
The utilities sector (electricity and water), while in decline in 2019, mainly due to
power supply disruptions, still managed to create 10 000 additional jobs within the
renewable energy and water services subsectors.
The provincial budget is premised upon the following principles:

o Increase investment on projects that will grow the economy;

o Improve fiscal discipline and governance;

o Protect and grow critical socio-economic infrastructure; and

o Keep public expenditure at sustainable levels

The above principles as set up by our Honourable MEC for Finance in our province are

equally applicable to our City.

The City remains committed in being the engine of economic growth within the province

through:

a) Proper planning and infrastructural development;




b) Spreading of funds across social and economic infrastructure to ensure that the
poor and the vulnerable remain a priority whilst also focussing on stimulating
economic growth;

c) Review of structures, processes, technology and skill development to improve
revenue management;

d) Evaluation of all our functions’ effectiveness, efficiency and implementation of cost
containment measures;

e) Review of compliance and efficiencies across supply chain management in
support of service delivery;

f) Real and sustainable service delivery through improved implementation and
productivity of performance management; and

g) Improved execution of anti-fraud and corruption strategies, frameworks, policies,

procedures and whistle blowing

The City was on course in the preparation of the draft 2020/2021 IDP Review, BEPP and
MTREF Budget for tabling at Council on 31 March 2020. However, on 15 March 2020
President Cyril Ramaphosa addressed the nation, declaring a national State of Disaster
in terms of the Disaster Management Act. On the same day, Co-operative Governance
Minister Nkosazana Dlamini Zuma issued Government Gazette 43096 which declared a
national State of Disaster, citing the “magnitude and severity of the COVID-19 outbreak

which has been declared a global pandemic...”. In compliance to the State of Disaster
that was declared, all council sittings had to be postponed till further guidance from

National Government.

In an open letter to South Africa, the president focused on the current coronavirus
pandemic and its impact on the country’s economy stating the need to address the
inevitable economic fallout, the expected decline in exports, a drop in tourist arrivals and

a severe impact on production, business viability and job creation and retention.

The South African Reserve Bank (SARB), on 6 April 2020, stated that the direct impact

of the 21-day lockdown was a 2.6% economic contraction. Concerns have been raised




that the country's growth rate will continue to plunge if the coronavirus is not brought

under control soon.

Citing the above, our plans as the City had to be revised to take cognisance of the impact

that the coronavirus has caused to our environment economically and otherwise.

Though this budget has been compiled with great difficulty of economic contraction, our
commitment to respond to our people’s legitimate demand for a better life is still reflected
in this budget wherein the key priorities are Water and Sanitation, Roads and Storm
water, Human Settlements development, Transport Planning, Electricity and related

critical infrastructure and maintenance.

Our City will continue to increase capacity to water supply infrastructure whilst also
attending to aging infrastructure. We will continue with the roll-out of our sanitation
programme in rural areas and informal settlements, as well as expanding the capacity of
infrastructure in our urban area to accommodate and open opportunities for further

developments.

BCMM continues to investigate potential alternative sources of energy to ensure a more
sustainable energy mix by 2030. Several sustainable energy initiatives have been
planned for implementation by the municipality. Energy-efficient municipal operations will

provide a way to cut running costs while reducing negative impact on the natural capital.

As part of the City’s long-term plan on human capital development, the City continues to
allocate funding for internship programmes, especially in the areas of finance and
infrastructure as well as the EPWP Programme. The City further continues to allocate
funding for internal capacity building and bursaries for BCMM communities. This is in line
with and reflects our commitment to the priorities of the National Development Plan and
Provincial Development Plan while of course reflecting our own Constitutional role as a

local actor on the national stage. Furthermore, the Directorate of Economic Development




& Agencies is running various programmes in a bid to reduce unemployment and indigent

rate in our Metro.

The presented budget attests that BCMM is a City hard at work and will continue to unite
in action of eradicating service delivery backlogs and improvement of the lives of its
community in the 2020/2021 MTREF period. There shall be no rest up until the City’s

vision has been realised.

Yours in Public Service,

Clir Xola Pakati
BCMM Executive Mayor




1.2 COUNCIL RESOLUTIONS

On the 26 May 2020 the Council of Buffalo City Metropolitan Municipality convenes to
consider the Draft 2020/2021 Integrated Development Plan (IDP) Review, Medium Term
Revenue and Expenditure Framework (MTREF) and Built Environment Performance Plan
(BEPP). It is recommended that the Council approves and adopts the following

resolutions:

1. The Council of Buffalo City Metropolitan Municipality, acting in terms of Section 34 of
the Municipal Systems Act, 32 of 2000 approves and adopts the revised Draft
2020/2021 Integrated Development Plan (IDP).

2. The Council of Buffalo City Metropolitan Municipality, acting in terms of Division of
Revenue Bill (DoRB), approves and adopts the Draft 2020/2021 Built Environment
Performance Plan (BEPP).

3. The Council of Buffalo City Metropolitan Municipality, acting in terms of section 24 of

the Municipal Finance Management Act, (Act 56 of 2003) approves and adopts:

3.1.The consolidated draft annual budget of the municipality for the financial year

2020/2021 and the multi-year and single-year capital appropriations as set out in

the following tables:

3.1.1. Budgeted Financial Performance (revenue and expenditure by functional
classification) as contained on {Table 19},

3.1.2. Budgeted Financial Performance (revenue and expenditure by municipal
vote) as contained on {Table 20},

3.1.3. Budgeted Financial Performance (revenue by source and expenditure by
type) as contained on {Table 21}; and

3.1.4. Multi-year and single-year capital appropriations by municipal vote and
functional classification and associated funding by source as contained on
{Table 22}.

3.1.5. Budgeted Financial Position as contained on {Table 23},




3.1.6. Budgeted Cash Flows as contained on {Table 24},

3.1.7. Reserves and accumulated surplus reconciliation as contained on {Table
25}

3.1.8. Asset management as contained on {Table 26}; and

3.1.9. Basic service delivery measurement as contained on {Table 27}.

3.2.The draft annual budget of the parent municipality for the 2020/2021 MTREF and

the multi-year and single-year capital appropriations as set out in the following

tables:

3.2.1. Budgeted Financial Performance (revenue and expenditure by functional
classification) as contained on {Table 94},

3.2.2. Budgeted Financial Performance (revenue and expenditure by municipal
vote) as contained on {Table 95},

3.2.3. Budgeted Financial Performance (revenue by source and expenditure by
type) as contained on {Table 96}; and

3.2.4. Multi-year and single-year capital appropriations by municipal vote and
functional classification and associated funding by source as contained on
{Table 97}.

3.2.5. Budgeted Financial Position as contained on {Table 98};

3.2.6. Budgeted Cash Flows as contained on {Table 99},

3.2.7. Reserves and accumulated surplus reconciliation as contained on {Table
100};

3.2.8. Asset management as contained on {Table 101}; and

3.2.9. Basic service delivery measurement as contained on {Table 102}.

3.3.The draft annual budget of the municipal entity (BCMDA) for the 2020/2021
MTREF as set out in the following tables:
3.3.1. Budgeted Financial Performance (revenue by source and expenditure by
type) as contained on {Table 70};
3.3.2. Budgeted Financial Position as contained on {Table 72};
3.3.3. Budgeted Cash Flows as contained on {Table 73},




3.3.4. Budgeted Capital by asset class and Funding as contained on {Table 71}

4. The Council of Buffalo City Metropolitan Municipality Council, acting in terms of

6.

section 75A of the Local Government: Municipal Systems Act (Act 32 of 2000)
approves and adopts draft tariffs (percentage increase) contained on {Error!
Reference source not found.}) effective from 1 July 2020:

4.1.Property rates — as set out in Annexure F

4.2.Electricity charges— as set out in Annexure F

4.3.Water charges — as set out in Annexure F

4.4. Sanitation services — as set out in Annexure F

4.5.Solid waste services — as set out in Annexure F

4 .6.Other services as set out in Annexure F

To give proper effect to the consolidated draft annual budget, the Council of Buffalo

City Metropolitan Municipality approves:

5.1.That an indigent subsidy be granted to registered indigents in terms of Council’s
Indigent Policy.

5.2. That an indigent consumer be given an average social subsidy package on his/her
account per month, which includes a maximum of 50kwh for electricity and 6kl for

water as contained on table 15.

The Buffalo City Metropolitan Municipality Council, approves and adopts the revised
budget related policies:

6.1. Tariff Policy — as set out in Annexure G

6.2. Budget Virement Policy — as set out in Annexure K

6.3.BCMM Credit Control Policy — as set out in Annexure M

6.4.BCMM Indigent Support Policy — as set out in Annexure N

6.5. Investment and Cash Management Policy — as set out in Annexure T




7. That Council note the budget-related policies adopted in the previous financial years
and where no amendments have been made after review, as listed in Section 2.4.1 of

this report and are available on BCMM'’s website at www.buffalocity.gov.za .

8. The Buffalo City Metropolitan Municipality Council, approves and adopts the new
policy on Cost Containment Measures attached as annexure U.

9. That in terms of Section 24(2)(c)(iii) of the Municipal Finance Management Act, 56 of
2003, the measurable performance objectives for capital and operating expenditure
by vote for each year of the medium term revenue and expenditure framework as set

out in Supporting Table SA7 {Table 34) be approved.

10.That in terms of Section 24(2)(c)(iv) of the Municipal Finance Management Act, 56
2003, the amendments to the Integrated Development Plan.

11.Council notes that the Draft 2020/2021 MTREF Budget tabled for adoption is

structured in terms of the Buffalo City Metropolitan Municipality votes and functions.

12.MFMA Budget Circular 98 and 99 for the Draft 2020/2021 MTREF attached as

Annexure W to be noted by Council.

X. PAKATI
EXECUTIVE MAYOR
BUFFALO CITY METROPOLITAN MUNICIPALITY



http://www.buffalocity.gov.za/

1.3 EXECUTIVE SUMMARY

Section 16 (1) of the Municipal Finance Management Act (MFMA) stipulates that the
Council of a municipality must for each financial year approve an annual budget for the
municipality before the start of that financial year. Section 16(2) stipulates that in order
to comply with subsection (1), the mayor of the municipality must table the annual budget
at a council meeting at least 90 days before the start of the budget year. It has not been

possible to table the draft budget to Council due to the coronavirus national disaster.

The 2020/2021 Draft Medium-Term Revenue and Expenditure Framework will be tabled
for approval by Council on 26 May 2020. The 2020/2021 Final Medium-Term Revenue
and Expenditure Framework will be tabled for approval by Council on 18 June 2020 after

taking into account the inputs from the public consultation process.

National Treasury issued MFMA Budget Circular No. 98 on 6 December 2019 and MFMA
Budget Circular No. 99 on 9 March 2020 to guide the compilation of the 2020/2021
MTREF.

The 2020/2021 budget process has been developed against a background of low
economic growth, concerning levels of unemployment, low levels of growth in key sectors
of the economy and electricity remains a major risk, in general, to the economy and

municipal finances.

The effects of the COVID-19 pandemic has had a devastating effect on economies
worldwide. The South African economy has been severely impacted starting in the first
six months of 2020 where businesses around the country closed their doors and people
were forced to go into lockdown.

The City remains committed to the pro-poor agenda to stimulate and improve economic
growth to benefit the poor by expanding service delivery to all informal settlements. Key

focus areas include electrification, gravelling and upgrading of roads in the informal




settlements together with targeted service provision and maintenance of service levels in

all areas of the City.

The long-term financial stability and executing stronger controls within BCMM is critical
and several interventions have already been implemented in a bid to achieve more
accurate billing, revenue collection as well as reducing the backlog of queries. Increased
review and reconciliation over irregular expenditure, fruitless and wasteful expenditure
and unauthorised expenditure is underway in order to provide reasonable steps to prevent
or significantly reduce these instances from arising. The City is strengthening financial
management, driving operational efficiency and enforcing good governance and financial

accountability.

The consolidated budget for the Draft 2020/2021 MTREF period is R9.06 billion
(2020/2021), R9.62 billion (2021/2022) and R9.93 billion (2022/2023) with the table below
summarising the consolidated overview of the draft 2020/2021 MTREF Budget.

Table 1. Consolidated Overview of the Draft 2020/2021 MTREF Budget

2019/2020 2020/2021 INCREASE 2021/2022
ADJUSTED DRAFT OR DRAFT
BUDGET (DECREASE) BUDGET

%

2022/2023
DRAFT
BUDGET

DESCRIPTION

BUDGET

Total Operating Revenue 7138786183 | 7505636421 5,14 8 092 805 141 8675617 258
Total Operating Expenditure 7132581986 | 7504831814 5,22 8090613780 | 8674590 195
Surplus/(Deficit) for the year 6204 197 804 607 2191 361 1027 063
Total Capital Expenditure 1900810248 | 1552878 326 (18,30) 1529654 068 | 1251445492

Total Opex and Capex Budget

9033 392 234

9057 710 140

9 620 267 848

9926 035 687

The following budget principles informed the compilation of the Draft 2020/2021 MTREF:
a) Consumer Price Inflation (CPI), 4.5% in 2020/2021, 4.6% in both 2021/2022 to
2022/2023 financial years;

b) High unemployment rate resulting in high bad debts;




c) The National Energy Regulator of South Africa (NERSA) has determined a tariff
increase for Electricity of 6.23% and an increase in Electricity Bulk purchases of
6.90%,

d) The salary and wage increase of 6.25% for the 2020/2021 financial year, as per
the Collective Agreement. Employee costs also consider the implementation of job
evaluation for posts not yet evaluated;

e) Water Bulk Purchases increased by 8.28%, in line with the approved increase for

Amatola Water.

Considering the above indicators, the City’s consolidated operating revenue increased by
5.14% for the 2020/2021 financial year when compared to the 2019/2020 mid-year
adjustment budget. The operating revenue increase is mainly attributable to tariff
increases. For the two outer years, operational revenue will increase by 7.82% and
7.20% respectively. The impact of the lockdown is the decline in consumption for
electricity and other services in the industrial and business categories resulting in

declining overall revenue increase.

The consolidated operating expenditure increase is 5.22% from 2019/2020 mid-year
adjustment budget to the 2020/2021 budget. The operating expenditure increase is
mainly attributable to employee costs and bulk purchases. The decline in expected
revenue has forced a reduction in expenditure through reprioritisation and cost

containment measures.

BCMM s striving to budget for a surplus Budget over the MTREF, with the intention of
building cash reserves to increase investment in economic and social capital expenditure,

thereby reducing reliance on grant funding and loans.




1.4

OPERATING REVENUE FRAMEWORK

In these tough economic times strong revenue management is fundamental to the

financial sustainability of the municipality which is critical in terms of achieving the City’s

service delivery and economic objectives. The reality is that the City is faced with

development backlogs that emanate from the historical background. Furthermore,

increasing rates of unemployment and poverty impact the ability of households to pay

their accounts. The City has also joined the national call of cost containment measures in

an effort to achieve operational efficiency and avoid budget deficit.

The City’s revenue strategy is built around the following key components:

National Treasury’s guidelines and macroeconomic policy;

Growth in the City and continued economic development;

Efficient revenue management, which aims to ensure a 90.5% annual collection
rate for property rates and other key service charges for the 2020/21 financial year;
Electricity tariff increases as approved by the National Electricity Regulator of
South Africa (NERSA);

Achievement of full cost recovery of specific user charges especially in relation to
trading services;

Determining the tariff escalation rate by establishing/calculating the revenue
requirement of each service;

The municipality’s Property Rates Policy approved in terms of the Municipal
Property Rates Act, 2004 (Act 6 of 2004) (MPRA);

Regular Supplementary Valuations performed;

Implementation of a General Valuation every four years in terms of the Municipal
Property Rates Act;

Implementation of an automated billing system as opposed to a manual meter
reading process where feasible;

Increase ability to extend new services and recover costs;

The municipality’s Indigent Policy and rendering of free basic services;

Creating a conducive environment to attract potential investors; and




= Review of the Spatial Development Framework to allow proper use and

densification of land parcels.

The following table is a summary of the Draft 2020/2021 MTREF (classified by main

revenue source):

Table 2: Summary revenue classified by revenue source

Description

Rthousand

. 2016M7 | 201718 = 201819

 Audited
Outcome

. Audited
Outcome

 Audited
Outcome

Current Year 2019/20

Original

Budget Budget jForecast

2020/21 Medium Term Revenue &
. Expenditure Framework

Adjusted  Full Year BudgetYear Budget Year Budget Year

2020721

H202122 422022123

Revenue By Source
Propertyrates 858852 | 9730251 1295503 | 1552051 | 1552051 | 1552051 | 1687667 1822681 1950268
Senvice charges - electricityrevenue § 1695665 | 1659783 § 1739494 | 2161342 | 2110129 | 2110129 | 2184415 2298004 | 2502527
Senice charges - water revenue 452690 | 366159 ¢ 503580 | 583149 | 583149 583149 631338 688 790 751470
Senvice charges - sanitation revenue 2337281 304956 328923 | 363587 | 363587 363587 397 037 430785 467 402
Senice charges - refuse revenue 211459 | 2451817 251916| 310978 310978 | 310978 334128 362 529 393 344
Rental of facilities and equipment 164241 20068 20704 | 19214 19214 19214 20885 22681 24 496
Interest earned - external investments | 148011 | 126690 ; 98690 | 110025, 89554 | 89554 54473 57200 60 064
Interest earned - outstanding debtors 50425| 493221 67093 59465 80965 80965 88009 95577 103 224
Dividends received - - - - - - - - -
Fines, penalties and forfeits 16896 | 236987 24938 | 18134 18134 18134 19712 21407 23120
Licences and permits 142251 14250 14300 15955| 15955 15955 17 343 18835 20341
Agencysenvices - 256831 26198 | 34334 33839 33839 43909 43070 46195
Transfers and subsidies 1304827 | 817569 | 1025375 | 1136152 1231797 | 1231797 | 1228858 1356839 1368274
Other revenue 274544 1 719838 | 746927 | 778623 | 729435 729435 797 862 874 407 964 893
Gains - - - - - - - - -

Total Revenue (excluding capital 5277747 | 5346222 | 6143643 | 7143008 | 7138786 | 7138786 | 7505636 8092805 8675617

transfers and contributions)




Table 3: Percentage growth in revenue by main revenue source

2020/21 Medium Term Revenue & Expenditure
F k

Budget Year

Description

Budget Year
2020/21 ° . +12021/22 +2 2022/23

Budget Year

0, 0,

R thousand %

Revenue By Source
Property rates 1687667 | 22%; 1822681 23%: 1950268 | 22%
Senvice charges - electricity revenue 21844151 29%; 2298004 | 28%: 2502527 | 29%
Service charges - water revenue 631 338 8% 688 790 9% 751470 9%
Service charges - sanitation revenue 397 037 5% 430785 5% 467 402 5%
Service charges - refuse revenue 334 128 4% 362 529 4% 393 344 5%
Rental of facilities and equipment 20 885 0% 22 681 0% 24 496 0%
Interest earned - external investments 54 473 1% 57 200 1% 60 064 1%
Interest earned - outstanding debtors 88 009 1% 95 577 1% 103 224 1%
Fines, penalties and forfeits 19712 0% 21407 0% 23120 0%
Licences and permits 17 343 0% 18 835 0% 20 341 0%
Agency senvices 43909 1% 43070 1% 46 195 1%
Transfers and subsidies 1228858 | 16%: 1356839 17% 1368274 | 16%
Other revenue 797862 i 11% 874407 i 11% 964 893 | 11%

Total Revenue (excluding capital 7505636 {100%: 8092805 100%: 8675617 [100%

transfers and contributions)

Total Revenue from Rates & Service

Charges 5234585 70%: 5602789  69% 6065011 70%

In line with the formats prescribed by the Municipal Budget and Reporting Regulations,
capital transfers and contributions are excluded from the operating statement.

The following graph gives a breakdown of the main revenue categories for the 2020/21

financial year:
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Figure 1: Main Operating Revenue categories for the 2020/21 financial year

In 2020/21 the City’s own revenue generated property rates and service charges is 70%
of the total revenue totalling to R5.23 billion and remain stagnant at 70% over the MTREF
at R5.60 billion in 2021/22 and R6.06 billion in the 2022/23 financial year.

Electricity service remains the largest contributor to the total revenue mix as it contributes
29% of revenue in the 2020/21 financial year. Electricity revenue increases from R2.18
billion in 2020/21 to R2.3 billion and R2.5 billion respectively in the two outer years of the
2020/2021 MTREF period.

Property rates are the second largest own revenue source with 22% contribution in the
2020/21 financial year. Property rates increases from R1.69 billion in 2020/21 to R1.82




billion and R1.95 billion respectively in the two outer years of the 2020/2021 MTREF

period.

The revenue for water services is increasing from R631 million in 2020/21 to R689 million
in 2021/22 and further increases to R751 million 2022/23.

Transfers and subsidies (Transfers recognised - operational) contribute 16% to the
operating revenue in the 2020/21 financial year. Transfers and subsidies totals R1.23
billion in the 2020/21 financial year and slightly increases to R1.37 billion by 2022/23.
This revenue component reflects a slight increase over the MTREF as a result of

reduction in allocations by Provincial and National Government.

The following table gives a breakdown of the various operating grants and subsidies
allocated to the Metro over the 2020/2021 MTREF period excluding the Fuel Levy
allocation of R593 million in 2020/21, R655 million in 2021/22 and R708 million in 2022/23

financial year.




Table 4: Table SA18 - Operating Transfers and Grant Receipts

2020/21 Medium Term Revenue &

Description 2016/17 2017/18 2018/19 Current Year 2019/20 .
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted Full Year Budget Year | Budget Year : Budget Year
Outcome Outcome Outcome Budget Budget Forecast 2020/21 +1 2021/22 +2 2022/23
RECEIPTS:
Operating Transfers and Grants

National Government: 1 193 355 796 889 996 022 964 910 952 772 952 772 1 004 136 1 066 693 1 139 581
Local Gov ernment Equitable Share 678 191 705 277 778 048 847 431 847 431 847 431 911 042 981 171 1 048 587
Ex panded Public Works Programme Integrated Grant for Municipalities
Ex panded Public Works Programme Integrated Grant for Municipalities [Schedule 5B] 1188 4 952 4 050 9 956 9 956 9 956 8 449 — -
Infrastructure Skills Dev elopment Grant [Schedule 5B] 9 000 8715 9 587 11 150 11 150 11 150 11 364 11 266 12 109
Local Government Financial Management Grant [Schedule 5B] 1 200 1 300 1 086 1 000 942 942 1 000 1 000 1 000
Public Transport Netw ork Grant [Schedule 5B] 5 000 5 453 3 407 15 850 3 850 3 850 - - -
RSC Levy Replacement 410 031 106 679 - - —

Urban Settlement Dev elopment Grant 88 745 71 193 93 164 79 523 79 443 79 443 68 122 66 741 74 885
Integrated City Development Grant 4 159 6 515 3 000

Provincial Government: 31 315 15 000 25 371 158 992 190 658 190 658 97 146 101 536 106 223
Capacity Building 752
Housing 16 315 - 143 122 174 788 174 788 81 276 85 015 88 926
Libraries; Archives and Museums 15 000 15 000 15 870 15 870 15 870 15 870 15 870 16 521 17 297
Emergency Housing Grant 8 749

District Municipality: - - - - - - - - -

[insert description]

Other grant providers: 80 157 5 680 3 982 12 250 88 367 88 367 127 575 188 610 122 470
Local Government Water and Related Service SETA E 3115 3572 3 000 3 000 3 000 - E —
European Union - - 10 278 30 960 8 435
Salaida / Gavle - 717 410 - 436 436 - - -
City of Oldenburg - 343

Other operational transfers/grants 80 157 1 505 9 251 84 931 84 931 117 298 157 650 114 035
Total Operating Transfers and Grants 1 304 827 817 569 1 025 375 1136 152 1231 797 1231 797 1 228 858 1 356 839 1 368 274
Capital Transfers and Grants

National Government: 666 460 834 431 894 057 1 039 831 989 187 989 187 808 540 716 911 735 179

Energy Efficiency and Demand-side -
Energy Efficiency and Demand-side [Schedule 5B] - 5 000 7 996 - - - 7 000 9 000 6 000
Infrastructure Skills Dev elopment Grant [Schedule 5B] 31 - 97 150 150 150 150 150 -
Integrated City Development Grant 5 963 6 956 10 002 10 383 10 383 10 383 4 159 6 515 10 776
Integrated National Electrification Programme 11 142 19 444 4 635
Integrated National Electrification Programme [Schedule 5B] -
Local Gov ernment Financial Management Grant 45 - - 58 58 - - -
Neighbourhood Dev elopment Partnership Grant - - 5 993 7 500 10 000 10 000 18 000 2 025 15 000
Informal Setlement Upgrading Partnership Grant - - 266 258 282 122
Public Transport Netw ork Grant [Schedule 5B] - 36 992 79 366 218 616 230 616 230 616 86 000 - -
Urban Settlement Dev elopment Grant [Schedule 4B] 645 076 765 810 ¥ 778 446 737 900 737 980 737 980 693 232 432 964 421 281
Local Government Financial Management Grant [Schedule 5B] — - 65 - - — - — -
Other capital transfers/grants [insert desc] 4 202 229 7 456 65 282

Provincial Government: — — — — 1 580 1 580 — — —
LGTH — — — 1 580 1 580

District Municipality: - - - - - - - - -

[insert description]

Other grant providers: 3 321 — — — 487 487 - — -
Local Government Wate 3321
BCMET — — - 487 487

Total Capital Transfers and Grants 669 780 834 431 894 057 1 039 831 991 255 991 255 808 540 716 911 735 179
TOTAL RECEIPTS OF TRANSFERS & GRANTS 1 974 608 1 652 001 1 919 432 2 175 983 2 223 052 2 223 052 2 037 398 2073 750 2 103 453




Breakdown of major components for the 2020/2021 Revenue sources:

1.4.1 Property Rates

Property rates are a major source of revenue income for the City and contribute to cover
the cost of the provision of general services. The property rates are to be levied in
accordance with Council policies, the Local Government Municipal Property Rates Act
2004 (MPRA), the MPRA Regulations, the Local Government: Municipal Finance
Management Act (MFMA) 56 of 2003.

Property rates are based on values indicated in the General Valuation (GV) Roll 2017,
which was implemented from 01 July 2018 and is valid up until 30 June 2022. The
valuation roll is being updated for properties affected by land sub-divisions, alterations to
buildings, demolitions and improvements through Supplementary Valuations (SV).
Accordingly, the rates levied per individual property will depend on that property’s value
compared with the valuation of all the rate-able properties in the municipal area. Rebates
and concessions are granted to certain categories of property usage and/or property

owner.

National Treasury’s MFMA Circular No. 51 deals, inter alia with the implementation of the
Municipal Property Rates Act, with the regulations issued by the Department of Co-
operative Governance. These regulations came into effect on 1 July 2009 and prescribe
the differential rate ratio for public service infrastructure, public benefit organisation and
agricultural properties relative to residential properties to be 0.25:1. The implementation
of these regulations was effected in the previous budget process and the Property Rates

Policy of the Municipality has been amended accordingly.

The following stipulations in the Property Rates Policy are highlighted:
i.  The first R15 000 of the market value of a property used for residential purposes
is excluded from the rateable value (Section 17(h) of the MPRA).
ii. For pensioners, physically and mentally disabled persons including medically

boarded persons a rebate of up to 100% will be granted to owners of rate-able




property according to their income levels if the total gross income of the applicant
and/or his/her spouse, if any, does not exceed R15 000 per month. In this regard
the following stipulations are relevant:
a. The rateable property concerned must be occupied only by the applicant
and his/her spouse, if any, and by dependants without income;
b. The applicant must submit proof of his/her age and identity and, in the
case of a physically or mentally handicapped person, a letter from
SASSA confirming that the individual received disability grant, proof also
proof of the annual income from a social pension;
c. The applicant’s account must be paid in full, or if not, an arrangement to
pay the debt should be in place; and
d. The property must be categorized as residential.

iii.  The Municipality may award a 100% rebate on the assessment rates of rateable
properties of certain classes of Public benefit organisations and not for gain
institutions such as registered welfare organizations, institutions or organizations
performing charitable work, sports grounds used for purposes of amateur sport.
The owner of such a property must apply annually to the Chief Financial Officer in
the prescribed format for such a rebate.

The categories of rateable properties for purposes of levying rates and the proposed rates
tariffs for the 2020/21 financial year increase by 8.5% (8.5% increase in 2021/22 and 7%
in 2022/23) as indicated by the table below:




Table 5: Comparison of proposed rates to be levied for the 2020/2021 financial

year
Existing tariff New tariff
CATEGORY (from 1 July (from 1 July
2019) 2020)
Cents Cents
Residential Property (incl. farms or smallholdings used for Residential 0,011619 0,012607
purposes)
Agricultural Property (used for Bona-fide Farming) 0,002905 0,003152
Public Service Infrastructure 0,002905 0,003152
Business, Commercial & Industrial Property (incl. farms used for Game- / Eco 0,029048 0,031517
Tourism)
Educational Institutions 0,008133 0,008825
Municipal Owned Property (Rateable, used for Residential purposes) 0,011619 0,012607
Municipal Owned Property (Rateable, used for Non-Residential purposes) 0,029048 0,031517
Municipal Owned Property (Non - Rateable)
Mining / Quarry Property 0,029048 0,031517
Government Property (Correctional Services Facilities, Offices & Hospitals) 0,029048 0,031517
Vacant Land 0,034857 0,037820
Religious or Places of Worship and Special Property (e.g. Museums, Libraries)
Public Benefit Organisations 0,002905 0,003152
Rural Communal Land

1.4.2 Sale of Water and Impact of Tariff Increases

An analysis was undertaken to determine what tariff requirements would be needed to
achieve a break-even position. The affordability of consumers’ needs to be taken into
consideration in order to limit a significant annual impact. This analysis suggests an
impact of 9.2% increase in 2020/21 financial year and 9.1% in both 2021/22 and 2022/23
financial years. It needs to further be recognised that the institution purchases untreated
water from the Amatola Water Board. The tariff increases address essential operational
requirements, maintenance of existing infrastructure, new infrastructure provision and to

ensure the financial sustainability of the service.

The water tariff structure of the 2020/21 financial year has not been changed. The tariff

structure is designed to charge higher levels of consumption at a higher rate, steadily




increasing to a rate of R39.1464 per kilolitre for consumption in excess of 30k{ per 30-

day period (refer to table 6 below). Amatola Water has indicated that it is increasing its

bulk water tariffs by 8.28% from 1 July 2020. The 6 kf water per 30-day period will again

be granted free of charge to all indigent residents.

There continue to be ongoing concerns with regard to water:

Water losses continue to be high. The reason for this is because of ageing
infrastructure, illegal connections, indigent consumers using water in excess of that
allowed for in the indigent policy.

An analysis of the Amatola Water Board costs suggests the majority are salary
related which the Municipality is funding in duplicate through direct costs of
individuals employed by the City and then through the tariff paid to Amatola water
board.

The fact that BCMM is having a high number of rural areas has a negative impact
to the water service as no revenue is generated on water supplied to rural areas

and informal settlements.

South Africa faces similar challenges with regard to water supply as it does with electricity,

since demand growth outstrips supply. The drought that is currently experienced by the

country is negatively affecting the cost of providing water service. National Treasury has

always been encouraging all municipalities to carefully review the level and structure of

their water tariffs to ensure:

Water tariffs are fully cost-reflective — including the cost of maintenance and
renewal of purification plants, water networks and the cost associated with
reticulation expansion;

Water tariffs are structured to protect basic levels of service and ensure the
provision of free water to the poorest of the poor (indigent); and

Water tariffs are designed to encourage efficient and sustainable consumption.




The City is implementing the following projects to reduce water losses:

i.  Meter replacement and pipe replacement programme are implemented to reduce
water losses that are due to ageing infrastructure, which frequently bursts.

ii. Installation of bulk water meters on communal standpipes, ablution blocks,
reservoir supply zone, flat rated areas to account for all the water that is provided
free of charge, non-metering of this water is often construed as physical water
losses.

iii.  Installation of pressure reducing valves helps to reduce the number of pipe bursts
and the volume of water lost when there is a break down

iv. Installation of data loggers is used for monitor night flows, which is an indicator of
water leaks in a particular supply zone.

v. Water loss awareness campaigns is done in order to educate communities about

water saving and helps to reduce vandalism of water infrastructure.

A summary of the proposed tariffs for households (residential) and non-residential are as

follows:

Table 6: Proposed water tariffs

CURRENT TARIFFS NEW TARIFFS
CATEGORY
2019/20 2020/21
Rand per k€ Rand per k€

RESIDENTIAL
0 to 6 k£ per 30-day period (Indigent) 0,0000 0,0000
0 to 6 k{ per 30-day period (Non-Indigent) 15,5613 16,9929
7 to 10 k£ per 30-day period 15,8664 17,3261
11 to 20 k€ per 30-day period 22,0364 24,0637
21 to 30 k£ per 30-day period 28,5657 31,1937
More than 30 k£ per 30-day period: 35,8484 39,1464

NON-RESIDENTIAL
From the 15t ki per 30-day period 25,0911 